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PERSPECTIVES

ON A NATIONAL URBAN POLICY
(By Roy Bahl)

THE

SETTING

FOR A

NEw Policy

There has always been a Federal urban policy. Unfortunately, no
one has ever known what it was. It is clear that a myriad of grant pro
grams and the regional distribution of Federal tax burdens and ex
penditure benefits has altered the relative income position of States and
cities. It is also clear that this implicit program has induced some
migration of jobs and residents between regions and between jurisdic
tions within regions. Perhaps more important, Federal subsidies and
regulatory policies toward housing, transportation and energy have
changed the relative costs of living and doing business between regions
and between cities and their suburbs. Because the net effects of Federal
policy on the health of cities are not clearly separable from those of
other influences, it is perhaps easier to discuss what this implicit Fed
eral urban policy did not do. It did not maintain the city as a viable
economic and fiscal unit; it did not stop the white middle class flight
from the central cities; it did not assure low income city residents of
adequate neighborhood facilities, public services, or housing; and it
did not succeed in providing a retraining/welfare system which would
eventually assimilate young blacks into the labor force.
To the extent Federal urban policy has involved a partnership with
the private sector, it allowed the profit motive to dictate an abandon
ment of job locations in many older Northeastern and Midwestern
cities. In terms of a partnership with State governments, Federal pro
grams continued to provide funds which induced increased State and
local government spending even in the face of economic decline in some
States, and it provided neither incentives nor penalties for State gov
ernments to eliminate metropolitan governmental fragmentation, to
institute regional financing devices, or to assume the financing respon
sibility for urban social services. Finally, Federal policy toward urban
areas has yet to include full Federal assumption of welfare financing—
a responsibility which is clearly Federal.
In light of this dismal record of the past in dealing with the funda
mental problems of cities, it would seem worth questioning the general
premises on which a new national urban policy might #. based. In
summary, the argument here is that the prerequisite for developing a
workable urban policy is a recognition of four elements: (a) The
versity of urban structure and problems, (b) the relationship between
urban fiscal and economic health, (c) the implications of programs to
revitalize the city's economic base, and (d), the pivotal role of the
State government as a partner in formulation of a national urban
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worth con
policy. Before discussing these elements, it wºuld seem
sidering the objectives of a national urban policy and the problems
associated with formulating such a policy.
Objectives of a national urban policy
A clear statement of the overall objectives of a national urban policy
has yet to be made. From recent policy proposals, however, one might
infer three general goals of reform. The first is an equity.objective,
i.e., to improve the relative and absolute real income position of low
income residents of the central city. Proposals to improve the relative
position of low income city residents include those designed to provide
jobs and improved public services to city residents, as well as pro
grams which would eliminate or compensate for city suburb dispari
ties in fiscal burdens, public service levels and wealth.
A second general objective is the saving of the city as a fiscal and
economic entity. To the extent this objective has been clearly articu
lated it seems to have two components. One is a romantic notion that
because of the historical importance of city life to American culture,
the city ought to be preserved for future generations to enjoy. The
other is the argument that an infrastructure is already in place in the
city and it seems inefficient to replicate that infrastructure elsewhere
while idle capacity exists in the city. Policies aimed at “revitaliza:
tion” of the city through subsidies for plant location or expansion, and
physical renewal programs, are reflections of this policy objective.
A third objective of Federal policy toward cities is to improve the
management capabilities of local governments. Technical assistance,
longer term planning requirements as a condition of federal aid, pro
to increase citizen participation, mandated improvements in
nancial management, reporting and disclosure and better coordina
tion of the Federal grant program as it affects cities are all part of re
forms that might achieve the “better management” objective.
In fact, it is the equity objective that is paramount and that ought
the
to dominate thinking about a Federal policy toward the cities.
increasingly used phrase, “revitalizing the city”, has any substantive
meaning at all, it argues the need to find a way to improve the quality
of life of the urban poor. In that sense, it is a means of reaching the
objective through redistributing an increased urban income.
The infrastructure argument is not based on any strong evidence.
deed, the cost of renovating much of the obsolescent urban infrastruc
ture may be prohibitive.
Management,
efficiency, and productivity objectives are always
in
statements
about the goals of policy reform because of their
found
nature. Moreover, management and administrative
noncontroversial
reforms have the additional desirable features of costing relatively
evaluate. While management and
but impossible
little and being
American cities,
administrative improvements are clearly needed
they should not
new national urban
dominant
element
they were, for example,
policy
fiscal re
the intergovernmental
the previous administration. Indeed, the grant system re
forms
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Nixon's new federalism succeeded well
forms
tion from the issue of income redistribution.
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formulating
urban policy
Problems
formulating and implementing
problems
The considerable
Federal policy toward cities will surely compromise the effectiveness
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any such policy. The most important of these problems stems from
ignorance of the net effect of the many Federal programs and poli
cies that now exist. The system of Federal interventions is enormously
complicated, administered in a piecemeal fashion, and would appear
to impact urban problems on a reinforcing basis only by accident. This
means that a monitoring of the net effectiveness of a
Federal
policies/programs designated
“National Urban Policy”
not
possible. But the formulation
policy toward cities cannot wait for
an analysis
the net impact
Federal programs. The answer
may
monitor objectives.
the objective
indeed the redistri
bution
real income
the urban poor then
would seem possible
public service levels
improvements
target
track such indicators
areas and employment status changes
central city residents. This
monitoring admittedly will not give true estimate
the net effect
Federal policy
the redistribution objective,
that city employment
and the city fiscal situation are affected
other factors
well. How
ever,
will give some benchmark
the expansions
Federal
activity needed
achieve national policy objectives.
The formulation
workable policy toward the cities
also ham
pered by the need for political compromise.
order
achieve major
ity coalitions, policies directed
benefit inner city residents and/or
the city fisc may
diluted
also provide benefits
middle class sub
rejuvenate the sagging Northeast
urban governments, and policies
and Midwest region are more acceptable
there
additional assist
probably
ance for the sunbelt States. There
better example
the
neutering
Federal policy by compromise than General Revenue
Sharing. Conceived
device
aid the hardest pressed local govern
ments
formula basis,
became general purpose aid package
relatively small size distributed among all general purpose State and
local governments
fashion that bears little relation
need.
important
reconcile this tendency for compromise with the reality
of limited Federal resources, which be effective must be diverted to
limited number
areas where needs are greatest.
Finally there
converting
the considerable difficulty
Federal
urban policy
national urban policy. The latter would require
coordination
Federal and State government actions. But the Fed
eral Government does not have enough leverage (or has not used it)
induce State government
address underlying urban problems such
the fragmented structure
local government, the overassignment
social service functions
local governments, and the suburban
biases
some State aid programs. As result, State and Federal pro
grams designed
help the cities may
offsetting one another, and
Federal policy has attempted
work around underlying problems
(e.g., Government fragmentation)- rather than force major structural
reforms.
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ON WHICH

FEDERAL POLICY TOWARD THE CITIES
MIGHT BE BASED

A
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the time has finally come for the formation
Federal policy
toward cities, two major constraints
the past must
removed. The
first
the dominance
conservative political strategy: whether
program can command majority support has too often dominated
considerations about how well the program would accomplish intended
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An effective Federal strategy to aid central city residents will
clearly not be politically popular. The primary direct beneficiaries of
the program (some residents of some central cities in some States)
constitute a small minority of the U.S. population. Moreover, since
resources are limited, an effective Federal program will reallocate real
income from a larger to a smaller sector of the population. Since most
yoters and legislators will not be easily convinced that the indirect
benefits to them of revitalized cities are somehow greater than their
perceived costs, a realistic Federal policy toward the cities isn't likely
to be politically acceptable.
The second constraint to be removed is the limited funding tradi
tionally afforded urban aid programs. Presuming that workable pro
grams can be identified, large and long-term funding commitments
will have to be made. Income redistribution is expensive, the fiscal
problems of cities are severe, and the private sector will indeed ask a
high price to relocate in the city or train disadvantaged minorities.
The tendency of the past to fund “major” reforms at low levels will
have to be reversed. A realistic policy must also avoid the standard
but ludicrous position that somehow a set of management and co
ordination reforms will free up so much money that new programs
can indeed be funded at low levels.
With the removal of these constraints, a Federal urban policy to
ward cities might be constructed in the context of four sets of con
goals.

siderations.

Diversity
The very fact that the term “city” appears in so much of the dis
cussion
national urban policy underlines the need to consider
diversity in formulating such a policy. “City” means different things
in different States, and cities have problems, “distress”, “hardship”
and “strain” that vary widely depending on what variables are used to
measure the relative position of the city. But despite such diversity
and noncomparability, limited Federal resources demand that priori
ties be established for the distribution of urban aid, i.e., that target
populations and hardship cities must be identified, and that the list
of eligibles not be long. If political considerations result in expanding
the program to include all metropolitan area cities, then the income
redistribution and fiscal relief programs will not likely have a major

ºa

impact.

Fiscal and economic health
A second proposition is that the fiscal and economic health of cen
tral cities are not separable. Cities cannot be revitalized economically
unless they are revitalized fiscally. The income redistribution objec
tive which requires providing jobs for the urban poor and increasing
the level of public services available to them is consistent with a
strategy of simultaneously improving the economic and fiscal base of
the city. However Federal policy must be flexible enough to differen
tiate between fiscal relief measures and strengthening the employment
opportunities for the urban poor when jurisdiction boundaries are not
area wide. Labor markets are area wide and effective job programs may
strengthen the fiscal base of the central city
not simultaneously
government.
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There are two sides to the fiscal-economic base relationship. A
declining economic base impairs the capacity of the local government
to provide adequate services and the resultant eroding service levels
and rising tax rates accentuate economic decline. The relationship be
tween fiscal health of the central city and job loss or job attraction has
been well demonstrated and often discussed in the literature. The
New York City debacle is case-in-point of how the erosion of the eco
nomic base can create fiscal disaster. Between 1969 and 1974, New York
City lost nearly half a million jobs, while between 1965 and 1974 the
gap between New York City's rate of employment increase and that
in the Nation amounted to almost 1 million jobs lost.
According to one study, the latter translates into a city govern
ment revenue loss of approximately $800 million in 1974. While the
New York City government was certainly plagued by management
problems over this period, these data suggest that the fiscal crisis was
not primarily a financial management problem but was rather due to a
drastic and sudden decline in the economic base.
The lesson to be learned from the New York City experience is
that management reforms are not likely to contribute greatly to the
solution of underlying urban fiscal problems. A more effective Fed
eral view of the city fiscal crisis would be to compensate declining
cities for the revenue losses due to employment declines. This com
pensation is more likely to be successful in the form of increased
direct aids, State or Federal Government financial assumption, or

induced regional tax base sharing than in the form of subsidies to
create private sector jobs. Countercyclical aid and CETA are steps in
city governments for fiscal losses
the direction of compensating
though the realities of continuing city decline suggest that they may
become permanent city fiscal assistance programs.
Revitalizing

the city economy

Some effort at revitalizing the central city economy will surely be
a part of a new Federal policy toward the city. A number of impor
tant considerations might underlie that effort. The need is to create
jobs for low income city residents, not jobs in the city area. Indeed,
the best employment opportunities for many inner city blacks may
well be the blue collar manufacturing sector which is increasingly
located in suburban areas.

If

job creation programs are focused on central city location rather
than central city residents, neither fiscal nor employment revitaliza
tion is likely. There were strong economic reasons for private sector
movement from the central city, and subsidies of greater magnitude
than heretofore discussed would be required to reverse that trend.”
A second important consideration regarding job creation programs
in the central cities has to do with whether or not such programs will
actually reach the urban poor and whether the employment created
will be permanent rather than temporary. The subsidizing of the
1 Roy Bahl, Alan Campbell and David Greytak, Taa’es, Ea'penditures, and the Economic
Base: A Case Study of New York City (New York : Praeger, 1974).
* Even if such a reversal were possible, it might not have positive long-run conse
quences. One might speculate that a cost of revitalizing the cities in this fashion would
be a slower rate of growth elsewhere and a slower rate of overall job creation nationally.
It would also slow the process of regional migration and the decline of the older indus
trial regions. Subsidy to the older region would have to continue indefinitely and likely
increase over time. When it is finally removed, the process of suburban and regional
movement would accelerate.
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private sector to increase investment in central city locations does
not assure increased employment opportunities for the urban poor,
most of whom are unskilled and unemployable. The private sector
has never shown a willingness to finance training of the disadvan:
taged on a massive scale; thence any Federal job creation policy will
have to be accompanied by substantial investments in training ac
tivities. Many would argue that it is the training activity, rather
than the private sector subsidies, which will have the most beneficial
long-run effects for the urban poor.
The role of the State government
A major obstacle of the past has been a failure to coordinate Federal
and State programs for aiding central cities. Federal programs were
structured to take two important considerations as given: (1) the frag
mented governmental and financial structures of metropolitan areas;
(2) the assignment of expenditure and financing responsibility be
tween the State and its local governments. Yet fragmented local gov
ernment structure is at the very heart of the urban problem, particu
larly in the Northeast and industrial Midwest where one would pre
sume the most significant amount of urban aids will be targeted. To
provide aid to these regions without insisting on a better balance be
tween taxpaying capacity and expenditure requirements of local gov
ernments in metropolitan areas would be incorrect. It would implicitly
reward suburban jurisdictions who have refused to share taxpaying
wealth with central cities by providing direct Federal relief. Put an
other way, it would in effect constitute a penalty to governments else
where in the country who have taken positive steps toward urban
problems by tax base sharing, regional financing, or area wide gov
ernance.

A working part of Federal policy towards cities should be the re
quirement of a State government urban policy. Two elements of such
a State program are important. The first is provision for regional
nancing of certain important local services. The objective of income
redistribution through provision of higher quality services in central
cities is not compatible with high income suburbs and low income cities
each financing their own services. Changed annexation laws, tax base
sharing, regional financing, or State government direct assumption
with financing based on progressive income taxation are all ways to
achieve this redistribution. It is important to note that the above re
would require legislation initiated at the State government
eVel.
Second, with the redistribution objective in mind, there needs to be a
better coordination among direct Federal aid to cities, Federal aid
which passes through State governments by mandate to local govern
ments, and State aid programs, so as to distribute the entire assistance
package in a reinforcing way.

fi
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CONCLUSION

A realistic Federal
notion that economic
cities, that decline is
redistribution should

policy toward the cities ought to accept the
and population decline is inevitable for many
not necessarily undesirable, that real income
be the ultimate objective of a national urban
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policy, and that such a policy can only be implemented successfully
is an intergovernmental partnership.
With respect to the issue of decline, it has become painfully clear
that many cities and States, particularly those in the Northeast and
industrial Midwest, are too large in the sense that their personal
income and population share advantages over the rest of the country
that cannot be maintained. Moreover, in the case of many cities there
are comparative disadvantages
which suggest that they probably
cannot be revitalized by rebuilding the same size and type of employ
ment structure as has existed in the past. Even the argument that there
exists a substantial infrastructure with excess capacity may not be a
valid one given the obsolescent and dilapidated state of the physical
infrastructure in many cities.
There may be considerable advantages to decline, i.e., fewer people
to be served by the local public sector, reduced congestion, et cetera.
The major problem to be faced may be that during the transition
period, while intra- and interregional migration is taking place, the
urban poor may bear a particularly heavy burden. On the one hand
they cannot easily migrate because of their unskilled status in the labor
force and on the other they are burdened with declining public serv
ices as the central city fiscal position deteriorates. Accordingly, the
proper Federal role towards cities during this transition period might
be defined in terms of offsetting these negative distributional effects on
the urban poor.
The redistribution of real income is not often stated as the key
objective of a Federal policy toward the cities. In fact, however, most
of the discussion of Federal programs relates to increasing the flow of
wages and salaries, transfer payments, or public service benefits to low
income residents of central cities.
this is accepted as a proper state
ment of the primary objective of a national urban policy the direction
of such a
should be more toward improving the relative position
of the poor and less toward revitalizing the jursidictional unit, the city.
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